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This appeal is made pursuant to section 26077 of
the Revenue and Taxation Code from the action of the Franchise
Tax Board denying the claim of Agricultural Exchange
Corporation for refund of franchise tax in the amount of
&l,597.00 for the income year 1963.

Appellant is the corporate attorney in fact for the
Agricultural Insurance Exchange. All of appellant Is income
is derived from, and all of its property is used exclusively
in, its sole business-as attorney in fact for that exchange.

On February 28, 1964, appellant paid .,j1,697.00 in
franchise tax for the taxable year 1964, based upon its income
in 1963. Subsequently appellant filed a timely claim for

.refund in the amount of $1,597.00, t'ne entire earlier remittance
less ,;lOO.OO minimum franchise tax. Respondent denied that
claim for refund, and this appeal followed.

In its regular session of 1963 the California
Legislature.passed  denste Bill No. 8@t, contaSning a~~endments
.to section lXO3 of‘the Revenue and Taxation Code and section
1530 of the Insurance Code. Follotr-ing its passage, senate *
Bill No. 884 vas approved by the Governor on July 13, 1363,
and was filed with the Secretary of State on Duly 2k, 1963.
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Ap.pea.1  of Agricultural. Exchange Comoratio,q

By those 1963 amendments to section 12003 of the
Revenue and Taxation Code, the d.efinition’ of zm “insurer”
subject to a gross premiums tax was ,supplenented.as  follows
(1963 changes underlined) :

12003 o “Insurer” as used in t’his part
includes each of the following:

(a> * * *

’ (b) Reciprocal or interinsurance
exchanges together with thgi_r comorate-- --I__
a.ttorneys  Fn fact considered as a single-&----
unit 6_--

(4 * * *

Senate Bill Ho. 884 amended relevkt portions of
section 1530 of the Insurance Code to read:

1530. In lieu of all other taxes, licenses
or fees w’hatever, state or local, each
exchange  _and its cornorate a.ttorney in fact
considered as a single unit shall together.._-..-.
pay annually on account of the transaction

_of such business in this State, the same fees
as are paid by mutual insurers transacting
the same kind of business, and the amma. tax
imposed by Section 14 4/5 of .Article XIII of

-the Constitution of the Sate of California
and by the applicable provisions of the
Revenue and Taxation Code, cxc_e:,t that each
comorate attorney in fa.ct of a recir,rocalcI_.-_- .--
pr interinsurmce  exchance sha l l  be  sub.;tect
to all taxes inosed won other cog$‘ations
doing business& the State, other th_w taxes- -
direct ly  attributakle  to Dro-oerty  usedc_-
e x c l u s i v e l y  in or on income Ide._..ived  from its
princir,al business as cor-oorate attorney in--_
fact . In any event, such comorate attorn=--A
in fact sha.11 file m annual return and >a~
t h e  m&imm tax Drovided for by tiection 23151
of the 3a~@< and Cornoration Tax Law . . . e- -
11963 amendments  underlined.)

The third section of Senate Bill Xo. 884, added
Kay 9, 1963, by a_~ .A.ssembly  mendment to the original bill ,
provided: “The provisions of this act shall beco_ve  operative
on January 1, 1964.”
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&Deal of Agricultural Exchange Corporation

Appellant contends that since these changes. in the

5 w
law became operative on January 1, 1964, they are applicable
in determining its franchise tax liability for the taxable. _I year 1964, and they cause appellant to be exempt from any

’ franchise’tax other than the &OO.OO minimu tax for the
taxable year 1964. Respondent argues that the specifically
stated operative date, January 1, 1964, renders these mend-
ments auulicable only to income years begi_nning on or after
that da’tk, and appellant is therefore still liable for franchise
tax for its taxable year 1964, as measured by its 1963 income.

This precise issue was ,recently litigated in the
case of  Farmers Undeqriters Ass-ln v. Franchise Tax Bd.,

*242 Cal. App. 2d [51 Cal. Rptr. 6861, decided on
May 31, 1966. Theparties there presented arguments comparable
to those propounded by appellant and respondent herein, and
the ‘District Court of Acpeal sustained the Franchise Tax Board
in its contention that the 1963 amendmentVs to section 1.2003
of the Revenue and Taxation Code and to section 1530 of the
Insurance Code were effective only as to income years beginning
on or after January 1, 1964.

In reaching this conclusion the court observed that
under the terms of section 23058 of Yne Revenue and Taxation
Code, lknl_ess otherwise specifically provided” t’he amendments
in question would be applica,ble ‘:in the computation of taxes
for income years beginning a~fter December 31st of the year
preceding exlactment, ” w’nich in the case of t’his particular la.~
would be the income year comenc.ing J-anuary  1, 1963. The
appellate’ court agreed tkith the trial court, however, that the
specific statutory provision making. the amendments  operative
as of January 1, 1964, had been_ inserted by the Legislature in
order to nullify the otherwise controlling effect of section

. 23058 of the Revenue and Taxation Code, thereby indicating a
legislative intent to delay the effectiveness.of the changes.
until the income year 1964.

Guided by this recent decision on the identical issue
presented here, we conclude that respondent’s determination
as to the proper effective date of the a.mendments  was correc t ,
and its action on’ this claim for refund must therefore be
sustained.

0 R D 2 2_ -. -

Pursueat  to the vi,eks expressed in the opinion of ’
the board on file in this proceeding, z_nci good ca_.se appearing
therefor,

*Advgace  tieport c i ta t i on :  2k-2 A.C.C. 5 7 6 .
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Appeal of A.qricultural &change Comoretion- - - -

IT 1s fEl3-lQ3Y Ol-LIxfllX~, AXllJ~~Xl  &JJa I)ECl;$ pursuant
to section 26077 of the Hevenue and Taxation Code, t'nat the

.< action of the Franchise Tax Board in denying the claim of.
. Agricultural Exchange Corporation for refund of franchise tax

in the amount of #.il, 597.00 for the income year 1963, be and
the same is hereby sustained.

October
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